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1. IN ORDER TO ACHIEVE MAXIMUM IMPACT DURING CURRENT AND 
POSSIBLY CRITICAL STAGE OF ANACONDA S DISCUSSIONS WITH GOC, 
CHARGE IS INSTRUCTED TO DELIVER AIDE MEMOIRE (TEXT PARA 2) 
AND TO MAKE ASSOCIATED ORAL POINTS (TEXT PARA 3) TO 
APPROPRIATE FOREIGN MINISTRY OFFICIAL. TIMING OF DELIVERY 
IS AT THE DISCRETION OF THE CHARGE, TAKING INTO ACCOUNT 
THE PROGRESS OF THE NEGOTIATIONS AND QUIGLEY'S REPORTS. 
AIDE MEMOIRE REFERS TO BASIC USG PRESENTATION TO GOC ON 
COMPENSATION MADE IN AUGUST 1971 (EMBASSY SHOULD FILL IN 
DATE AND NUMBER OF ITS NOTE TO FORMINISTRY). ASSUMING 
QUIGLEY AND BILGORE ARE STILL IN SANTIAGO, CHARGE SHOULD 
APPRISE THEM OF INTENTION TO MAKE THIS DEMARCHE AND 
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CONTENTS THEREOF- IN THEIR ABSENCE, CHARGE MAY INFORM 
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LOCAL ANACONDA ATTORNEY VARGAS. (FYI. AIDE MEMOIRE 
CENTERS ON RETROACTIVE EXCESS PROFITS ISSUE, WHICH IS TO 
BE EMPHASIZED, AND THE ORAL POINTS FOCUS ON THE "BOTTOM- 
LINE" QUESTION. END FYI.) 

2. TEXT OF AIDE MEMOIRE AS FOLLOWS: QUOTE: BECAUSE OF 

THE ADVANCED STATE OF THE CURRENT NEGOTIATIONS BETWEEN 
THE GOVERNMENT OF CHILE THROUGH ITS REPRESENTATIVE LIC. 
JULIO PHILIPPI AND THE ANACONDA COMPANY, MY GOVERNMENT 
HAS ASKED ME TO TAKE THIS MEANS OF CONVEYING ITS VIEWS 
WITH RESPECT TO THE CURRENT STATUS OF THESE IMPORTANT 
NEGOTIATIONS AND TO REAFFIRM ITS ADHERENCE TO CERTAIN 
PRINCIPLES OF INTERNATIONAL LAW. THE POSITION OF MY 
GOVERNMENT AS TO THE NATURE OF THESE PRINCIPLES AS THEY 
APPLY TO CHILE’S LAW 17,450 OF JULY 16, 1971 WHICH AMENDED 
THE CONSTITUTION OF THE REPUBLIC OF CHILE WITH RESPECT TO 
THE NATIONALIZATION OF THE GRAN MINERIA, WERE SET FORTH 
IN NOTE (NO.) OF AUGUST (DATE), 1971 AND NEED NOT BE 
RESTATED IN FULL AT THIS TIME. CERTAIN FUNDAMENTAL CON 
CEPTS, HOWEVER, CONTAINED IN THE REFERENCE NOTE WARRANT 

REITERATION AT THIS IMPORTANT JUNCTURE. 

BEFORE PROCEEDING MY GOVERNMENT WISHES TO EXPRESS ITS 
GRATIFICATION WITH THE RESOLUTION OF THE COMPENSATION 
CLAIM OF THE CERRO CORPORATION AND WITH THE PROGRESS 
WHICH HAS BEEN MADE TO DATE IN THE DISCUSSIONS BETWEEN 
THE CHILEAN NEGOTIATOR AND OFFICIALS OF THE ANACONDA 
COMPANY, AND IT HOPES THIS PROGRESS WILL CONTINUE. 

MY GOVERNMENT RECOGNIZES THE SIGNIFICANCE AND 
IMPORTANCE OF CHILEAN CONSTITUTIONAL PROVISIONS AND CHILE- 
AN LAW AS THEY RELATE TO A HOPED-FOR SETTLEMENT OF ALL 
OUTSTANDING DISPUTES ARISING OUT OF THE NATIONALIZATION 
OF THE GRAN MINERIA. NEVERTHELESS. AS A MATTER OF 
PRINCIPLE MY GOVERNMENT BELIEVES THAT THERE IS NO BASIS 
UNDER INTERNATIONAL LAW FOR THE RETROACTIVE DEDUCTION 
FROM JUST COMPENSATION OF PROFITS WHICH WERE EARNED IN 
FULL ACCORDANCE WITH ALL CHILEAN LAWS AND REGULATIONS 
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APPLICABLE AT THAT TIME. THE CONTINUED ENFORCEMENT OF 
A RETROACTIVE DEDUCTION OF SO-CALLED "EXCESS PROFITS" 

IS, IN OUR JUDGMENT, INCONSISTENT WITH INTERNATIOANL 
LAW AND COULD NOT BE CONDONED BY THE USG. IN THIS 
CONNECTION MY GOVERNMENT NOTES THAT A RETROACTIVE 
DEDUCTION FOR SO-CALLED "EXCESS PROFITS" IS NOT REQUIRED, 

IN WHOLE OR IN PART, BY THE CHILEAN CONSTITUTIONAL REFORM, 
WHICH INSTEAD COMMITS SUCH A DEDUCTION ENTIRELY TO THE 
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DISCRETION OF THE PRESIDENT OF CHILE . UNQUOTE. 

3. ORAL POINTS TO BE MADE WHEN AIDE MEMOIRE IS DELIVERED . 

MY GOVERNMENT ALSO BELIEVES THAT IT IS WORTH RFC. AT, I .TNG 
CERTAIN SPECIAL FACTORS IN THE ANACONDA CASE. A LARGE 
PORTION OF ANACONDA'S UNDEPRECIATED INVESTMENT IN THE 
TWO MINES AT ISSUE IS OF VERY RECENT ORIGIN AND WAS MADE 
IN GOOD FAITH IN ACCORDANCE WITH AGREEMENTS REACHED WITH 

THE GOVERNMENT OF CHILE DURING THE PERIOD 1964-1967. THE 
EXPANSION PROGRAM TO WHICH THESE AGREEMENTS RELATED WAS 

CONCEIVED AND SUPPORTED BY THE GOVERNMENT OF CHILE AT 
THAT TIME. THAT PROGRAM WAS DESIGNED TO BENEFIT CHILE 
THROUGH INCREASED COPPER PRODUCTION AND EXPORTS, AND THE 
ASSOCIATED TAX REVENUES. THE PROGRAM RECEIVED STRONG 
SUPPORT FROM MY GOVERNMENT IN THE FORM OF LARGE-SCALE 
EXPORT-IMPORT BANK FINANCING AND THE PROVISION BY THE 
AGENCY FOR INTERNATIONAL DEVELOPMENT (AID) OF INVESTMENT 
INSURANCE, FOR WHOSE ISSUANCE THE GOVERNMENT OF CHILE 
GAVE PRIOR WRITTEN APPROVALS. THIS SUPPORT WAS BASED 
ON A RELIANCE ON GOOD FAITH PERFORMANCE OF THE UNDERTAKINGS 
AND APPROVALS GIVEN BY THE GOVERNMENT OF CHILE. 

IN 1969, AT THE REQUEST OF THE GOVERNMENT OF CHILE, 

ANACONDA AND THE GOVERNMENT OF CHILE REACHED CERTAIN 
AGREEMENTS WITH RESPECT TO THE "NACIONALIZACION PACTADA" 

OF THE CHUQUICAMATA AND EL SALVADOR MINES. THESE AGREE- 
MENTS WERE FREELY ENTERED INTO BY THE GOVERNMENT OF CHILE 
AND WERE ACCEPTED IN GOOD FAITH BY THE ANACONDA COMPANY, 
WITH THE ASSISTANCE PROVIDED THROUGH THE GOOD OFFICES 
OF THE DEPARTMENT OF STATE. THE 1971 NATIONALIZATION OF 
THE GRAN MINERIA UNILATERALLY ABROGATED THESE AGREEMENTS. 
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MY GOVERNMENT BELIEVES THAT INTERNATIONAL LAW STANDARDS 
FOR COMPENSATION MUST BE RESPECTED. 

MY GOVERNMENT IS CONFIDENT THAT A MUTUALLY ACCEPTABLE 
SETTLEMENT CAN BE REACHED WHICH IS CONSISTENT WITH THE 
RESPECTIVE POSITIONS OF BOTH PARTIES. KISSINGER 
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